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SUBJ: DIESEL ENGINE PLANTS IN ASEAN 

REE: A. STATE 93097 B. BANGKOK 9554 

1 . IN MAY 12 CONVERSATION WITH ACTING DIRECTOR OF ECONOMIC 
DEVELOPMENT BOARD'S PROJECTS DIVISION, EMBOFF WAS TOLD THAT 
GOS IS FULLY AWARE OF THAI NEGOTIATIONS EOR DIESEL PLANT. 
ACCORDING TO OFFICIAL, THAI PROJECT WAS BEING DISCUSSED BEFORE 
FEBRUARY 1976 REPEAT 1976, AND THUS ENJOYS GRANDEATHER STATUS 
UNDER ASEAN DECISION NOT TO SUPPRESS ON-GOING OR PLANNED 
PROJECTS WHICH MIGHT CONFLICT WITH ASEAN INDUSTRIES. 

2. EDB STILL PROFESSES ITSELF OPTIMISTIC THAT THAI DIESEL 
PROJECT AND NEW PLANT COMMENCING PRODUCTION IN SUMATRA WILL 
NOT IMPAIR VIABILITY OP SINGAPORE ASEAN PROJECT. OFFICIALS 
HERE SAY THEY EXPECT SERIES OF ASEAN MEETINGS THIS SUMMER IN 
SINGAPORE TO CULMINATE IN ANNOUNCEMENT THAT AGREEMENT HAS 
BEEN REACHED ON QUESTION OP MARKET ACCESS FOR SINGAPORE DIESEL 
ENGINES. SERIOUS NEGOTIATIONS WITH FOREIGN DIESEL PRODUCERS 
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WOULD FOLLOW. 

3. DURING CONVERSATION, EDB OFFICER MENTIONED THAT IF ASEAN 
DIESEL PROJECT RUNS INTO SNAGS BECAUSE OF COMPETITIVE PRESSURES, 
ONE SOLUTION MIGHT BE TO RAISE TARIFFS ON NON-ASEAN ENGINES 
THROUGHOUT REGION. OUR SOURCE DECLINED TO ELABORATE (COMMENT: 
TO OUR KNOWLEDGE, THIS IS THE PIRST TIME SUCH A "SOLUTION" 
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HAS BEEN MENTIONED. END COMMENT). 

4. EOR BANGKOK: IS FEBRUARY 1977 DATE MENTIONED REE B FIRST 
MENTION OE THAI PROJECT OR WAS PROJECT ON DRAWING BOARD BEFORE 
SINGAPORE WAS ASSIGNED DIESEL PROJECT AT BALI SUMMIT? 

5. EMBASSY COMMENT: EDB'S PROEESSIONAL OPTIMISM AS TO VIABILITY 
OE ASEAN PROJECT IS WEARING A BIT THIN. EVEN "INFANT INDUSTRY" 
TARIFF PROTECTION - CERTAINLY NOT AN ELEMENT IN SINGAPORE'S 
ORIGINAL PLANS - WOULD BE INEFFECTIVE IN COPING WITH COMPETITION 
FROM PLANTS IN OTHER ASEAN COUNTRIES. INDEED, MANY BUSINESSMEN 
HERE ARE OPENLY SKEPTICAL THAT DIESEL PROJECT HERE WILL 
MATERIALIZE. GRANT 
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